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Record of Agreemonte and Declsions

Meeting of June 7, 1960

Pregent:

The Under Sccratary of State
(Chairman)

The Deputy Secretary of Defense

The Chairman, Joint Chiefe of Staff

The Dirxector, CIA

The Director, USIA
The Deputy Adminigtrator, ALD (for Mr, Bell)

The Deputy Under Sccrotary of State for Politicul
Affaivs ' -
The Special Agsictant to tho President, e i
(" Mr. Walt W, Rostow
" The Staff Director

Traagury - My, Darr,
EUR = My, Stoessal

B) NATO Military Payments Union

Agrecd that no further decision will be made on thic
subject until, at its meeting of June' 21, the SIG has
further considered the feasibility of Ehe NMPU in the
1ight of a technical study now being prepared,

This study should be compiatcd by and circulated to
the SIG June 16.
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$ June 19068

SUSIECT: JNweting of the Isterageasy Scuibhers Lhofesis~
Zaubis Problem and Plans Oroup oa T June (33nd)

i. Ia his rundowa of the curreant situation the chair-
man, Nr. MeXlhiney, AF¥/Z (2tate), stressed the Zasbima
aspects of the problem. Be reporied that British officisls
believe they cau f{iad coumen ground with the Zsubixns on
sany of the loug and short ters Zambiss economic reguire-
sents which are & prerequisite foy lusaka's sanctioas
against Zalisbury. The Writish, however, want (o consult
with U8 efftoisle before returaing to Lusaks with their
proposals. Btate Departmeat officiala belteveithat ¢ :
should be s prior coordinated positica among poteatisl
doners such as US, UK, Canada, %ost Germany and sowne
Sosadiasvian states. In addition, there shounld alseo be
a covrdiaated position among the African-ruled mtates
of esstern and southera Africa 28 well as Porimgsl detail-
ing and asenring esch state of squitable distribution of
rail end port capacity.

3. The Etate Daparitmeat represectatives reported
that the Rbodesian railway picture was confased. Definite
iafermntion is lackisg as to vhat Zambian traffic is Belng
carried and what payneat arrangesests are ia feree. There
is & pileup of Zasbian imporis at Beira. Nr. MeZlhisey
reperted that Zambia's approach to the rsilroad crisis
Epponra iecreasingly realistic and that sowe way would
probebdly be lound 10 get sreund the payweats probles.

3. State Departeest Ras 2o nev icforsatios on the
progrons of the British-Rbodesiasn talke in Salishury.

: 25X1A
Disiribution:

orig & 1 - DDI
Tn, —
1 - BB/OCI ef, Africa Division

1 -~ BDP/AF .

1 - X Otlice of Curreat Intelligence
1 -~ ONE/AF

1 - OCI/&0R

1 ~ ORR/AP
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8 June 1968

KENORANDUS
SUBJECT: Comments on the NNPU Papers

1. The decision to await Ambassador HeGhee's re~
marks before pressing forward on the NNPU schene is bt~
lsss & wise one. The offsst agreement and its relationd
ship to the continuance of US troops on German soil is
the major sore point in Bonn's partnership with Washing-
ton, Top German officials have reiterated that Bomn will
do its best to meet the offset cammitment, but that under
present circumstances this may be very difficult. Raving
finkthed & round of talks on the offset in both Washington
and London, he Erhard govermment bably would prefer
to put this problem to rest for the next several months.
It is therefore problematical thatr the Germans would have
much desire to discuss s new payments system, particularly
during the heat of the NATO upheaval.

2. VWe retain mowe general unecasiness about the iatvo-
duction of this proposal at this time., From a conceptual
point-of-view, the NNPU. imples the establishment of another
“Atlantic” institution--and this at a time when the NATO
crisis has raised the whole gquestion of the US~-European
relationship. Although it is probably too early to judge,
the trend of evems in the NATO erisis thus far has pro~
vided no guarantee that the Eurcopean sembers of the Al-
liance will in fact opt for strounger and more intimate
Atlantic ties than now exist, and on the whole, we do
not belisve that the US bargaining position Mas beon
demonstrated as yet tc be a strong one. The situation
over the next f£ive to six months will in particulr be
a delicate one. In addition to scute German senaitivity
b0 any implication that their increased reliance on the
US and UK is being "exploited,” some of the other Alliance
membeys could conceivably feel that amother attempt to
set up an arrangmendt which the French will clearly spurn
is unwise at this time. In short, we believe the risk
should be examined that a proposal which might have
certain sttractions in more normal times might be defeated
by political problems,

iy
1 @&G?IA-RDP79T01762A000900030004-3
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specific refersace to the British, it proda
mm“ ah:igrwin m“m 1; ;:naar tﬁ.ﬁ"éw;ﬁh‘w
to ﬁl& hi;.:‘m quarters, find training fields,
cto. Euoreover, it might be especially difficult to
relocate BACR in England at the sano timiu_ tmpsn
aow in Malaysia might be coming home., Un ;:s Londo
decides it can reduce the mr;n sige of its Army i‘.’it
Gernany is a very convenient place to keep some oI »
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IRG/EUR/Document-6
June 2, 1966
TO : Chairman, SIG

FROM : Walter J, Stoessel, Jr,
Alternate Chairman, IRG/EUR

SUBJECT: IRG/EUR Proposal on Negotiating Schedule for
NATO Military Payments Union (NMPU)

l, Terms of Reference

The following proposal was agreed in a meeting of the
IRG/EUR held on June 1, It is made in pursuance of a
request from the Senior Interdepartmental Group, decided
at its meeting on May 17, 1966, that the IRG/EUR assess
the results of the Wilson-Erhard meeting in London (May 23),
prepare a negotiating schedule and submit a recommendation
to the SIG,

2, Assessment of the Wilson-Erhard Meeting in London,
May 23, 1966

Wilson emphasized British concern about securing
German agreement to offset fully the exchange costs of the
British Army on the Rhine, Erhard was sympathetic to the
British balance of payments problem but undertook no new
committments, It was agreed to establish a high-level UK-
German Committee to study the offset problem and to make
recommendations by September,

The Wilson-Erhard meeting confirmed that the UK-German
offset agreement is a major sore point in Anglo-German rela-
tions, There is reason to believe that the UK means what it
says about BAOR reductions 1f the FRG does not provide more
balance of payments relief, The results of the meeting under-
score the need to find means of eliminating such sources of
friction in the Alliance, and therefore to move on the NMPU
in timely fashion,

SECRET
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3, Negotiating Tactics and Schedule for the NMPU

a, Presentation to the German Government

The NMPU proposal should first be presented to the
German Government, Without German participation a payments
union would make no sense, The US presentation to the FRG
should be made at a high political level to maximize
chances foxr success,

The proposal should be presented at the earliest
practicable opportunity because of the relief the NMPU
could afford to the US and UK payments positions and in
order to settle in an orderly manner the financing of NATO
relocation and reorganization, It should be made perfectly
clear that the proposal is not designed to reduce German
obligations under current or future offset agreements.

As suggested by the Senior Interdepartmental
Group, Secretary McNamara's projected visit to Bonn about
July 27 offers a good opportunity for consultations with
the FRG on the NMPU,

An alternative would be an earlier approach by a
Special High Level Mission, perhaps supported by a Presiden-
tial letter,

A variant would be preparatory approaches by
Ambassador McGhee to the Chancellor, Westrick and Schroeder
before the McNamara talks.

b. US Presentation to the UK

Immediately after initiating discussions of the
NMPU with the FRG, we should inform the British Government
of our action, seeking their support and suggestlions on
tactics,

c., Presentation of the NMPU Proposal to Certain Other
NATO Governments

In the light of British and German reactions, we
should present the proposal to certain other NATO governments,
including Belgium, Canada, Italy, Luxembourg and the
Netherlands, We would propose a September sub-Ministerial
meeting of the NAC to reach agreement on:

ECRET
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1. the objective of neutralizing balance of
payments effects of NATO military expendi-
tures among key allies, including the
Benelux states, and

2. establishment of a negotiating group within
NATO to achieve the agreed objective.

d., We would expect to complete negotiation of an
agreement in time for legislative consideration
early in 1967,

4, Papers to be Prepared

a, The State, DOD, White House and Treasury representa-
tives agreed to staff a working group chaired by EUR to
prepare an analysis of relevant technical aspects of the
NMPU proposal, This paper will be prepared, bearing in mind
the need for prompt movement, by mid-June if possible,

b. A paper for presentation to the NATO governments,
outlining the NMPU concept, its purposes, its relation to
existing agreements, and how it might work, will be prepared
for the same deadline,

Recommendations:

1. That the negotiating schedule set forth in Section 3
above be adopted for planning purposes,

2, That, before any proposal is made to any allies,
there should be full interdepartmental agreement that the
proposal satisfies the criterion in the SIG Minute of May 17,
1966, that from the specific proposal "there will be no net
additional cost to the U.,S," This will involve some judg-
ment as to the degree of risk of additional net U.S. exchange
costs,"

¥  The Treasury representative made the proposal, which was
not agreed, that this paragraph be amplified by adding:
"Specifically, the U.,S, whould rule out any proposal
which results in net additional exchange costs from U.S.
defense expenditures in Germany, in order to relieve U.K,
defense foreign exchange expenditures,"

Approved For Release 2001/?)%%E9IA-RDP79T01762A000900030004-3
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3. That the SIG authorize a telegram suggesting that
Ambassador McGhee might return in mid-June for consultations,

4, That during Ambassador McGhee's consultations
decisions be made about:

a, The relative desirability of either a special

high-level political approach to the FRG or reliance on the
July McNamara visit,

b. How Ambassador McGhee should prepare the ground
with the FRG, either for the McNamara visit or for a special
high-level political approach.

SECRET
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2 June 1966

MEMORANDUM FOR THE RECORD
SUBJECT: IRG/EUR Meeting 1 June 1966

1. The main topic of the meeting, per sgenda (sttached),
was the negotiating schedule for the proposed NATO Military
payments Union (NMPU) . The conclusion, after somewhat diffuse
discussion, was that the tactics on negotiating could best be
determined after consultation with Ambassador McGhee and that
no further steps could be predicted until this had been done;

a recommendation that he be called back for consultation in
mid-June will accordingly be presented to the next SIG meeting.

2. Other points of interest:

a. The Wall Street Journal almost certainly has a
fairly full story on the proposed NMPU so that the
matter may well be out in the open in the immediate
future (or is already). IRG participants were agreed
that queries should be handled in "generalities", noting
that the U.S. Government is constantly studying a variety
of iopasals for dealing with the balance of payments
problenm.

b, A subcommittee comprising representatives of
State, Defense, Treasury and White House was established
to consty¥uct within the next three weeks an agreed paper
covering all facts which can be put together within that
time pertinent to the proposed NMPU, including an analysis
of the balance of payments positions o¥ the Various NATO
countries, and recomnending in specific terms what form
fhe NMPU should take including which NATO nations should
be included (ss basis for decidTng which nations should

even be approached).

¢. The same subcommittee is likewise to draft a
paper intended for presentation to the Germans in opening
negotiations.

d. Defense sought throughout the meeting to establish
what minimum number of nations would be considered accept-
able in the NMPU, noting that in all probability the
Benelux nations would have nothing to gain from such a

A : -
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system and that NMPU was likely to boil down to an agree-
ment amongst the UK, the U.S., snd the Federal Republic of
Germany, (Defense predicts that Belgium will ask for a
commitment that it will not have to accept an offset arrange-
ment if SHAPE moves to Brussels, as it has already asked for
a commitment that EUCOM will not be included in the move to
\Brussels.) This discussion led to the conclusion that in-
lsufficient planning had been done, particularly respecting
which nations were likely to agree to join NMPU, which in
turn led to the establishment of the subcommittee referred
ito in subparagraph B above.

e. Treasury submitted a draft insert to the attached
agenda, copy of which is likewise attached, which after
discussion was reduced by eliminating all but the first
sentence. (Everyone sgreed that the NMPU was assumed
a priori to be a means of improving the U.S. balance of
payments outlook and that the Treasury statement was not
really necessary but acceptable.)

3. The projected visit to Bonn by Secretary McNamara cited
at the top of page 2 of the attached agenda is actually not
planned until the very last days of July. Most of the repre-
sentatives (that is, all but Defense) felt that this would delay
presentation of this proposal to the Federal Republic far too long
since it is almost certain that the responsible officials of the
Federal Republic government will not be available in the month of
August. For what it is worth it is my opinion (although I assume
the Ambassador will make this point on his own) that Ambassador
McGhee should be charged with making the initial approach if it
is decided to go shead with discussions of NMPU with the Germans
(possibly on the basis of a letter from the President to
Chancellor Evhard), since 1t would seem to me that the Ambassador
would otherwise be placed in s rather dubious position vis a vis
the Chanceller and other senior members of the government. The

// most sensible course of action is certainly, however, to bring
U Ambassador McGhee back and get his views at first hand.

3

cting :
25X1A European Division

cc:  OCI/CA/Eur _
FOE
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IRG/EUR/DOCUMENT-5
May 26, 1966

SUBJECT: Negotiating Schedule for NATO Mflitary Payments Union (NMPU)

1. SIG Decision on the NMPU Proposal

The record of agreements and decisions by the Senior Interdcpart-
mental Group at its meeting of May 17, 1966 includes the following
requirement for IRG/EUR:

IRG/EUR will assess the results of the Wilson-Erhard
meeting in London (May 23), will prepare a negotiating
schedule and will submit a recommendation to the SIG.

2. Assessment of the Wilson-Erhard Mecting in London May 23, 1966

Wilson emphasized British concern about securing German agreement
to offset fully the exchange costs of the British Army on the Rhine.
Erhard was sympathetic to the British balance of payments problem but
undertook no new commitments, It was agreed to establish a high-level
U.K.=German Committee to study the offset problem and to make recommenda-
tions by September.

~ The Wilson-Erhard meeting confirmed that the U.K.-German offset agree-
ment 1s. & major sore point in Anglo-German relations. There 15 reason to.
”believa ‘that the U.K. means what it says about”BAOR reductions-1f the FRG
does not provide more balance of payments relief, The meeting underscores
first the desirability of moderating this source of friction in the
Alliance, and secondly, the need to move on the MMPU in timely fashion,

,3;iwﬁgg§£guting Tactics and Schedule for the WMPU

Presentation to the German Government f;{

B The'U.S; preeentacion to the FRG should be made at a high political levela
to maximize chances for success. . RN . .

r iest;practicable =
fford ‘to the U.S. and
"an ordarly wpanner the
" 1t ‘should be made per-
 reduc }Germnh obliga-

nts positxons and in’ order to sett

payme
: of NATO relocation and recrganizat

‘-ffinan

der ‘current or future ofEset agreemen
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As suggested by the -Senior Interdepartmental Group, Secretary
‘M¢Namara's projected visit to Bonn in July might offer the best oppor-
tunity for consultations with the FRG on the NMPU.

An alternative would be an earlier apyro#ch by a Special High
‘Level Mission, perhaps supported by a Presidential letter.

A variant would be preparatory approaches by Anbassador
McGhee to the Chancellor, westrick and Schroeder before the McNamara-
von Hassel talks.

b, U.S. Presentaticn to the U.K.

Immediately after initiating discussions of the MMPU with the
¥RG, we should inform the British Government of our action, seeking
their support and suggestions om tactics.

c. Presentation of the 1MPU Proposal to Certain Other NATO Governments

In the light of British and German reactions, we should present
the proposal to certain other NATO governments, including Belgium, Canada,
Italy, Luxembourg and the Netherlands. We would propose & September
sub-Ministerial meeting of the NAC to reach agreement on:

i. the objective of neutralizing balance of
payments effects of NATO military expenditures
among key allies, including the Benelux states,
and

T ey Pt -

2. establishment of a negotiating group within
NATO to achieve the agreed objective. "

?“f:fd.: We would expect to complete negotiation of sn agreeszent in time -
for legislative consideration early in 1967. - - e

e

Reé&mméhaatibns:

‘1, That the negotiating schedule set_fdfﬁh above be adopted for
planning purposes. ‘ o :

Jiﬁit@a paper outlining the NMPU_qqqcéfg;v}g;,gy:poseq, its

relation’ to existing agreements, and how it gightjnorkgbg;ptgp;red_fgr &

' presentation to the NATO govermments. Simc ‘¢his paper's purpose would S
' Lsua ' » dJ,in particular, develop ' -
" the potential advantages of the NMPU from ;H‘;ove:all”llliinée point. of . =

) vieﬁ,f;gdgégtial advantages to the FRG should-also be ighlighted, aha b

Lol

"SECRET-
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J. That the SIG authorize a telegram: zuggeat:inz that Anbuaador R
Hbchee might return in mid- June for consultationa. R

k)
: 4. That during Ambassador McGheels cnnzultattons dacisions be
about:

- ae. The relative desirability of either a special. high-lovul
policical approach to the FRG or reliance on the July McNamara vinit.v

b. How Ambassador McGhee should prepare the ground with the
FRG, either for the McNamara visit or for a special high-~level political
approach,
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